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Airport Administrator
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Honolulu International Airport

400 Rodgers Boulevard, Suite 700
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Dear Mr. Matsuda:

Thank you for your May 1 reply to our March 19, 2001 review of the State of
Hawaii Department of Transportation Airports Division’s Competition Plan for
Kahului Airport (OGG), requesting additional information and clarification.

The information you provided was-responsive to our request:-In light of these
responses, we have determined that your competition plan is in conformity with
the requirements of section 155 of the Wendell H. Ford Aviation Investment and
Reform Act for the 21 Century (AIR 21), Pub. L. 106-181, April 5, 2000. .
However, we offer some suggestions for your consideration as you implement
and update your plan for the next fiscal year. These suggestions are in addition
to those we provided in our initial response to your competition plan. We have
also identified areas where additional information would be helpful in the first
update to your plan. For your convenience, we have categorized our
suggestions and information requests according to the categories specified in
PGL 00-3.

Availability of gates and related facilities

Thank you for providing copies of the Airport-Airline Lease-Extension
Agreement and the Airports Division’s Administrative Rules.

We note there are 20 gates at OGG; that none are leased; and that the Airports
Division has the final decision on all gate allocations and assignments. Further
it is noted that only some areas within the terminal (ticket counters, airline
offices, airline ramp offices, baggage conveyor systems, baggage makeup and
breakdown, open equipment parking, ramp equipment and operations space,
ramp storage, and one airline VIP lounge) are leased under long-term exclusive
use leases. All remaining similar facilities are rented to non-signatory air
carriers on a month-to-month revocable “permit” basis. To terminate a month-
to-month revocable permit either party must provide a 30-day advance
termination notice.



The Alrports Division is to be commended for adopting leasing arangements
thal prowide it with the ability 1o recapture or reassign faciliises on shor notice to
accommodale entry or expansion. However, thi résponse to our inguiry
concerming gale capacity and expansion ralses several questions. The
response indicates the terminal usage s al capacity for inber-island operabons
and averages 1.7 operations each day per ovarsaas gate, The last sentence of
the response states, “there is expansion polential both for overseas and intar-
island operalions at the gates baing used lor overseas operafions.” Please
provide additional information on the capacity of the cverseas gates lo
accommodalte inter-island service. Specifically, givien tha currant flesl mix,

{1) how many additional inter-island oparalions can be accommodated at
overseas gates; (2) how many addilional overseas operations Can b
aocommodated: and (3) what is the rate of trade-off between accommeadating
intar-island versus overseas flights? Also, given the past rate of expansion of
garice al OGG and the curment flee! mix, and projections for growth, when does
the Airports Division project that the lack of gate, ticket counter, or other
orminal capacity would force the Airports Dnvision 1o deny requests ior aocess
10 the Airport?

Leasing and subleasing arrangements

Thank you lor sending a copy of the Deparmant of Transportation Sublease
Evaluation Policy with your May 1 responsa to our letter.

This lormation you provided on the leasing and subleasing policy was
responsive to our request for information on the diffarent conditions that affect
signatory and non-skgnatony carriers.

In your nexd updale please explain whether the Airpons Division has adopled
procedures that an air carrier would follow if a dispute conceming access,
sublease fees or tarms, or ground handling services arose. For instance, is
thare a recognized lorum for hearing complaints? What role, if any, do carmers
sarving the airport fill in this forum? 15 thers an appeal processT How ang ngw
entrants made aware of dispute procedures? Even though &n airport may have
gates available for immediate access, our Airpar Practices repor found that
entry is faciifated when airport management assumes an active and continuous
role in monitoring gate ufilization, asssting new entrams in securing subleases
of gate sharing arrangements, and monitoring subleasing agreaments.

In the event that the Airports Division has not adopbed dispute resolution
procedures and policies, we encourage you to do s0. Our Airport Praciices
repon found thal new entrants are more likely 1o be treated lairdy if airpons
adopl procedures 1o resohve dispules belwaen carriers.



Gale assignment policy/commen use gates

The responses to tha questions conceming gate assignmant and prionity
asgignment wera vary helplul in understanding the gate assignment policy and
operations at OGG. However, tha response did not indicate the criteria or
methodology by which nonsignatory air carriers arg evaluated for forfaiture of
gates when a signatory air carmier requests additional gates. In addition, we are
concemed that current policies appear 1o giva a pralerencs 10 a signatory
carrier over a nonsignatony carrier without regard the ridative inlensity of usage
that each would make of a gate (i.e., a noresignalony carmer could be requined
to forfeit a gate even if the replacement signatory carrier would eperate fewer
flights on the gate). The FAA would ke to suggest thal the Airpons Division
consider adjusting the review criteria to include review of both signatory and
non-signatary air carrier gate use. Consideralion of signatory gate use could
enhance opportunities lor &ir camier competition by parmitting more intensive
usa of airpor laclibes.

in additicn, it is nol cloar how air carrers are made awans of gate availability.
Although such information is available upon request, we would encourage the
atoplicn of a methed of avlematically providing such information 1o all airines
sarving the aimpon as wall as new entrants that have axpressed an interesl in
oparating thara.

The requirement lor three years of either audited financial statemants or
Federal tax retums 1o oblain signalony slalus appears o axceed indusiry
practice and could place new antranis or carriers with limited presence at the
airpor al a compelilive disadvaniage with existing signalory carriers. In
particular, it would appear 10 preclude siart-up carriers Irom oblaining signatory
slatus tor an edanded period of time. W suggest that the Alrports Division
consider Bss burdensome requiroments, such as a reduction in the number of
years for which financial inlormatson is required or procurement ol a paymani
band. suraty, or letier of credit.

In your next updale please deschbe tha Airports Division's accomplishments in
thesa areas.

Financial eonstraints

Thank you for providing the Alrport-Airing Lease Extension Agreement and
paointing out the sections that control the $ource of revenue for ainpon
improvements, In addition, your response on exclusive-use tarminal charges
was helpiul,



Alrport contrels over airside and groundside capacity

Wa undersiand from the compaelilion plan thal you have a "concurmrence
methodohogy™ clavss in your agreements, which allows signatory aifings 10
dalay a capital improvernent project Tor up 10 ona year, You note that this delay
option has never been exercised. However, based on your description, the
clause appears 1o be a form of a majority-in-interast (M) agreamant. Our
Airport Practices report recommended that ainpons ensure that Ml agreements
do not prevent or delay projects that could be beneficial 1o new entrants or other
compelitons. You may wanl fo carefully consider révising the agreement
language 1o gain greater control ever control capital development on the airpon
when the cpporunity presents itself,

Finally, because of the infenes! thal members of the traveling pulblic may have in
airline compaelilive issues at your airpon. including your policy of @nsuring
reasonable access for new entrant airlines, Wi encourage you 1o put a copy of
your compatition plan, inchuding this response, on your airpor web page.

Wa book forsrand 1o reviewing your the first update to your competition plan.

The Secratary is required 1o review the implomaentation of the compelition plans
fram fime-to-time to make sure each coverad airpon successfully implemants s
plan, Inconmectian with our review, we may delenming 1hal site visits 1o one of
mone locations would be useful. 'We will notify you should we decide fo visit
QGG in connaction with s compatition plam,

I you have any questions regarding this letter or the FAA's raview of your plan,
please contact Mr. Barry Molar. Manager, Airports Financial Assistance Division
al (202) 267-3831,

Sincarely,
W 77 Cy
Cathgnng M. Lang '

Director, Offica of Airpart
Planning and Programming



